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The Independent Energy Producers Association (IEP) appreciates the opportunity to offer
the following comments on the proposed Decision Authorizing Use of Renewable Energy Credits
for Compliance with the California Renewables Portfolio Standard, issued on March 26, 2009.
Overall, IEP supports the Administrative Law Judge’s Proposed Decision (PD) to implement a
fair, transparent, and easily administrable tradable renewable energy credit (TREC) market that
encompasses both bundled and unbundled RECs for purposes of Renewables Portfolio Standard
(RPS) compliance. IEP previously indicated its general support of the principles in its comments
on the prior PD distributed on October 28, 2008. In those comments, submitted on November
18, 2008, IEP made the following points: 1) a cost cap on TRECs will distort market signals and
thereby misrepresent the timing in which to build renewable resources; 2) an alternative to a
price cap is warranted; and 3) the PD should be revised to clarify that load-serving entities
(LSEs) cannot sell the environmental attributes from existing contracts as addressed under Pub.
Util. Code section 399.16(a) and (b).

In addition to the comments filed on November 18, 2008, IEP addresses the following
concepts contained in the revised PD: (a) support for setting reasonable limits on the use of

TRECs during a transitional period to establish the viability of the REC markets, and (b) the



need for stronger long-term signals to the marketplace regarding future TREC application and
usages.

The PD proposes a temporary limit on the use of TRECs for RPS compliance.
Specifically, the PD provides that no more than 5% of the MWh used to meet the annual
procurement target (APT) of each investor-owned utility in any year may be in the form of
TRECs, beginning with the 2009 compliance year and ending with the 2011 compliance year.
IEP supports the general direction of the PD on this issue. Establishing a transitional period of
two years to allow the TREC market to “work any kinks out” is appropriate and reasonable if a
future TREC market is to gain public and regulatory acceptance. However, IEP offers the
following recommendations to enhance the value of this transitional period as the TREC market
is tested.

First, IEP is concerned that the 5% annual limit on use of TRECs may not provide the
liquidity necessary to ensure a well-functioning TREC market, thus potentially undermining the
two-year test of the market due to inadequate market design. We urge the Commission to
consider adjusting the limit upward some reasonable amount to ensure that sufficient
transactional opportunities are available for buyers and sellers so that the TREC market is
considered a viable place to transact business during this transitional period.

Second, IEP urges the Commission to revise the PD to provide a vision for growing the
TREC market over time, under the assumption that no fatal flaws arise during the two-year
transitional period. Specifically, we recommend that the Commission articulate a plan for years
2011 through 2020, under the assumption that the TREC market remains a stable, efficient, and
robust market. For example, the Commission could set a goal now of expanding the TREC

market over time as experience and need arises. At a minimum, establishing a goal of increasing



the usage of TRECs by some percentage in years 2012-2013 and perhaps doubling that amount

for the years 2014-2015, assuming the market supports increased use of TRECs and functions

properly, would possibly incent new renewable development today to match the potential for

growth in this market in the future.
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